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The social science of Comptrollership had its beginning in United States
industry about half a century ago. It has grown from a small embryo as a glori-
ied accountant to a place in industry where the comptroller is considered to
e the chief financial officer of the organization. Despite the fact that this
ield has existed for fifty years, today there are as many different concepts
|>f comptrollership in private industry as there are comptrollers. This has
een borne out by the fact that of the approximately thirty representatives
froiB private industry who have lectured to the Navy Comptroller Graduate Class
it George Washington University, in no two cases have the positions been identi-
cal or the functions exactly the same. It is believed that such a philosophy in
mr American way of life should be readily accepted and fostered, and the author
,s firmly convinced that there should be a broad pattern around which most comp-
troller's organizations should be established and operated. This philosophy
nay be likened to almost any science wherein in certain areas the general over-
jill treatise is accepted but may be interpreted in a number of different ways.
In the Department of Defense, i.e., military comptrollership as such
^ane into being on 10 August 1949, with the enactment of the Public Law 216.
!his law amended the National Security Act of 1947 and, among other things,
established in the Department of Defense and in each military department a
comptroller.
Until the time of the enactment of Public Law 216 referred to above,
Hm
most of the functions which were placed in the charter of the comproller had
been performed throughout various segments of the military organization. Bow-
ever, they were not centralized in any department or bureau and except for
budgeting, the comptrollership concept had not been applied in the Department
of Defense. Because we have seen that the comptrollership concept is as varied
in private industry as are the people who have the title of comptroller, we
might conceivably say that this same concept should be allowed to exist in a
military organization. (X>viously, this variation should not be permitted
because the Secretary of Defense would not be able to exercise the responsi-
bilities of his office as stipulated in the National Security Act of 1947 and
its amendments; nor could the President or Congress be expected to understand
and evaluate the financial requirements of the military establishments unless
an overall uniform system of accounting and budgeting is to be followed.
Because the law which established the comptroller in the Office of the
Secretary of the Department of Defense and the three military departments is
specific in its provisions, it would appear desirable that the implementation
of the law should be consistent within all three departments of the military
establishn^nt. Basically, the three military departments-—Army, Navy and Air
Force—and the Department of Defense have comptroller organizations patterned
after Public Law 216 which are relatively similar in their missions and state-
ments of functions. The big difference, however, in these organizations
appears to be the en^hasis that each of the departments is willing to place
on certain aspects of the comptroller's responsibilities. For example, the
Army has been a strong proponent of the industrial fund, the Air Force has
focused considerable attention on an accrual accounting system, whereas the
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Navy has emphasized the use of stock funds, industrial funds and the perform-
ance budget (i.e., the Navy*s interpretation of a performance budget).
Even a casual observation of the comptrollership functions reveals that
there is a wide range of acceptance and use of comptrollership as an essential
tool of military management. There are a number of factors that have acted
as strong deterents to the military establishment which have prevented it
from proceeding as uniformly and as rapidly as possible in embracing the intent
of Title IV as the Congress and Secretary of Defense would like to see.
First, Comptrollership was born shortly after the Unification Act came into
being, and hence the Department of Defense was largely concerned with the
implementation of the National Security Act of 1947. Secondly, the policing
action necessary because of Korea required that our emphasis in the military
establishment be directed to successfully pursuing the Korean conflict to
a satisfactory conclusion. Thirdly, a change in the administration in 1953
required an orientation of a new Secretary of Defense (since 1947 there have
been five) and the appointment of a complete new Joint Chief of Staffs. There
were also certain major modifications of functions as a result of a reorgani-
zation in the Office of the Secretary of Defense. Fourthly, the Defense De-
partment and the military establishments have lacked civilian and military
personnel with the proper background and technical education essential to
implement Title IV speedily. Lastly, the three services were very dissimilar
in their accounting, budgeting and internal auditing systems (the basic
functional characteristics of a military comptroller). Before an across-the-




toward the desired goal, these functions will have to be unified to the extent
practicable among the three departments.
The lack of progress made thus far is not intended to be critical of
the three departments and the Secretary of Defense, but is rather an attempt
to point out problems which must be overcome before substantial progress can
be made in implementing comptrollership in the entire Defense Department,
This paper will concern itself more with the problems that each of the
military departments is encountering and with recommendations for their solu-
tion, rather than a historical summary of comptrollership operations as it
has progressed in the military establishment since the passing of the National




CO«IPrBOLLER->THE DEPARTMENT OF DEFENSE
The Senate Armed Services CoDsnittee was holding hearings concerning the
reorganization of the National Military Establishment as a result of recom-
mendations appearing in a Hoover Coimnission Report. During the course of
the hearings, Hr. Ferdinand Eberstadt made the following coimnent:
Our Task Force Committee made certain recommendations relating
to economy and I take the liberty in comnionding them to your
attention. There will be no substantial advance in the field
of economy until military budgetary procedures and fiscal poli-
cies have been overhauled from top to bottom.^
Immediately after this testimony, Senator Byrd asked Mr. Eberstadt to
prepare as part of the bill, legislation to provide efficiency and economy
in the Department of the Defense. The Chairman, Senator Tydings, endorsed
the request and thus was work on Title IV begun.
^
Although we can see from the above that considerable effort had been
exerted on the part of the Hoover Coimuission to reconanend changes in the
organizational structure of the Department of the Defense, it was principally
the efforts of Mr. Ferdinand Eberstadt which resulted in t:: In IV being in-
cluded in the National Security Act Amendments of 1949, Public Law 216.
It is interesting to note that although Public Law 216 was concerned
n^he National Security Act Amendments of 1949, Hearings before the
Senate Consnittee on Armed Services on S1629 and S1843, 81st Congress,
1st Session (1949).
%'rederick C. Mosher, Program and Budgeting . Theory and Practices .
New York, N. Y.: (American Book-Stratford Press, 1954), p. 36.
.'.J J
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Iprimarily with the reorganization of the Department of Defense, the portion
that relates to the establishment of the comptroller is entitled **Promotion
of Economy and Efficiency Through Establishment of Uniform Budgetary and
Fiscal Procedures and Organizations**.
Section 401 of this Title relates to the comptroller organization in
the Department of the Defense as follows:
(a) There is hereby established in the Department of Defense
the Comptroller of the Departraent of Defense, who shall be one of
the Assistant Secretaries of Defense.
(b) The Comptroller shall advise and assist the Secretary of
Defense in performing such budgetary and fiscal functions as may
be required to carry out the powers conferred upon the Secretary
of Defense by this Act, including but not limited to those speci-
fied in this subsection. Subject to the authority, direction and
control of the Secretary of Defense, the Comptroller shall •>-
(1) supervise and direct the preparation of the budget
estimates of the Department of Defense; and
(2) establish, and supervise the execution of —
>
(A) principles, policies, and procedures to be
followed in connection with organizational and ad-
ministrative matters relating to —
(1) The preparation and execution of the
budgets
,
(ii) fiscal, cost, operating and capital
property accounting,
(iii) progress and statistical reporting,
(iv) internal audit, and
(B) policies and procedures relating to the expend-
iture and collection of funds administered by the De-
partment of Defense; and
(3) establish uniform terminologies, classifications,




Section 402 of Title IV is beaded **]iilitary Department Budget and
Fiscal Organization - Departmental Comptrollers**, as follows:
(a) The Secretary of each military department, subject to
the authority, direction, and control of the Secretary of Defense,
shall cause budgeting, accounting, progress and statistical re-
porting, internal audit and administrative organization structure
and managerial procedures relating thereto in the department of
which he is the head to be organized and conducted in a manner
consistent with the operations of the Office of the Comptroller
of the Department of Defense.
(b) There is hereby established in each of the three mili-
tary departments a Comptroller of the Army, a Comptroller of the
Navy, or a Comptroller of the Air Force, as appropriate in the
department concerned. There shall, in each military department,
also be a Deputy Comptroller, Subject to the authority of the
respective departmental Secretaries, the Coc^trollers of the
military departments ahll be responsible for all budgeting, ac^
counting, progress and statistical reporting, and internal audit
in their respective departments and for the administrative organi-
zation structure and managerial procedures relating thereto. The
Secretaries of the military departments may in their discretion
appoint either civilian or military personnel as comptrollers of
the military departments. Departmental comptrollers shall be
under the direction and supervision of, and directly responsible
to, either the Secretary of the respective military departments;
Provided, that nothing herein shall preclude the comptroller from
having concurrent responsibility to a Chief of Staff or a Chief
of Naval Operations, a Vice Chief of Staff or a Vice Chief of
Naval Operations, or a Deputy Chief of Staff or a Deputy Chief
of Naval (^orations, if the Secretary of the military department
concerned should so prescribe. Where the departmental comptroller
is not a civilian, the Secretary of the department concerned shall
appoint a civilian as Deputy Comptroller.
Section 403 of Title IV is concerned with the Pefformance Budget and,
although this budget concept has been accepted as a matter of fact during
recent years, at the time of its enactment, it was considered one of the most
progressive steps that the Department of Defense could take in realigning its
budget structures to conform to a pattern which would enable Congress to de-
termine the needs of the department. The section states:
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(a) The budget estimates of the Department of Defense shall be
prepared, presented and justified, where practicable, and authorized
programs shall be administered, in such form and manner as the Secre-
tary of Defense, subject to the authority and direction of the Presi-
dent, may determine, so as to account for, and report, the cost of
performance of readily identifiable functional programs and activi-
ties, with segregation of operating and capital programs. So far
as practicable, the budget estimates and authorized programs of
the military departments shall be set forth in readily comparable
form and shall follow a uniform pattern.^
The sections of Title IV which have been quoted, contain the imple-
menting legislation required to bring the comptrollers of the Department of
Defense and the three military departments into existence. In 1949, as a
result of congressional legislation, the Comptroller of the Department of
Defense was made one of the Assistant Secretaries of the Department of De-
fense. However, in this reorganization the only change was actually in the
title, and as a matter of fact, it is interesting to note the comments of
Assistant Secretary W. J. McNeil when appearing before the Subcommittee of
the Committee on Appropriations in the House of Representatives on Febru-
ary 22, 1955.
In answer to a question from Mr. Mahon of the Subcommittee who asked
Mr. McNeil the position he held in the Department, Mr. McNeil's reply was:
In reality, the same position for the entire period—responsible
for fiscal matters in the Departn^nt of Befense. At first it was
under Secretary Forrestal. It was a statuatory job established
by the first Unification Act called the Special Assistant to the
Secretary. In 1949 they abolished the three special statuatory
assistants and established the positions of Assistant Secretaries.




The title was changed, but the job has not changed much.
The organization of the CcHnptroller of the Department of Defense
consists of the following:
Office of the Comptroller
Fiscal Management Staff
Bi-dget Division
Ecoiiomic asd International Security Estimates Division
Progress Reports and Statistical Division
Contract Finance Policy Division
Accounting Division
For the first several years the Comptroller's Office, Secretary of
Defense, concerned itself primarily with the implementation of that part of
the Title IV which required a performance type budget and the establishment
of comptrollers in the three military departments. With the advent of Korea,
almost full attention had to be devoted to budgetary problems in connection
with the military build-up necessary to prosecute the Korean police action.
The comptrollers of the three military departments were allowed maximum
latitude in determining the extent to which comptroller's organizations
were required to be established in the field activities. Although the coo^-
troller of the Department of Defense strongly recommended industrial fund
installations, stock fund applications, as well as ipanagement fun instal-
Hearings before the Subcommittee of the Committee on Appropriations,
House of Representatives, 64th Congress, 1st Session, Washington, D. C,
Government Printing Office, p. 493.
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lations, he did not direct or force the military departments to accede to his
wishes. As a result, we find that each department has been allowed to install
and pursue only those phases of Title IV with which they have been inclined.
It is the opinion of the author that the Comptroller of the Secretnry of De-
fense has been extremely patient and understanding in trying to instill the
Comptroller concept in the military departments through education and evo-
lution, rather than by written directions and force. However, it is believed
that if the Congress is to be satisfied with the progress that the Defense
Department is taking to install Title IV in the three military departments,
the Cocqptroller of the Defense Department will have to take more positive
and direct action.
Recently there has been published a report of the Advisory Committee
on Fiscal Organization and Procedures (hereinafter called the Cooper Coimnittee
Report), which stated as follows:
The Committee recommends that the responsibility for financial
manag^uent area be assigned to an Assistant Secretary on a full
time basis—he should also be the Comptroller. The Committee is
in accord with the existing designation of an Assistant Secretary
as a Comptroller in the Department of Defense and recommends such
an appointment in the Army, Navy and Air Force. The Committee
recoimsends that the senior operating officer, under the assistant
secretary and each of the services be a deputy with outstanding
technical qualifications for the assignment because of the heavy
operating responsibilities and special problems incident to a
military organization. The Subconanittee is not atteoipting to
resolve whether this man be military or civilian, but he must
have technical ability in the field of financial management.^
Report of the Advisory Committee on Fiscal Organization and




Present plans being enunciated by the Comptroller of the Department
of Defense indicate that the Army, Navy and Air Force will be required to
expedite the establishment of industrial fund operations in those remaining
activities under their Jurisdiction suitable for such an operation. Consider*
able impetus is also being given to simplifying the appropriation structure
of each department so that possibly only five appropriations will be necessary*
These appropriations are as follows:
(1) Military Personnel (pay and allowance)
(2) Maintenance and Operations
(3) Procurement and Production
(4) Research and Development
(5) Construction ^
The Army and Air Force are being assisted and encouraged to accelerate
the rate of progress in completing the installation of property accounting
and stock fund applications. Also, plans are being formulated which will
require Military Pay and Allowance to be "costed** at activity level. This
is all part of the philosophy of the Comptroller, Department of Defense, which
will enable each military department to determine the entire cost of operation
of any field activity.^
%ased on recommendation appearing in Cooper CoioBittee Report, p. 11.
^ased on memorandum, undated. Main Points of Difference Between Air.
McNeil's Plan for Financial Management of Department of Defense and the Plan




COMPTROLLER—THE OEPARTMENT OF AHiff
In the previous chapter we discussed the impact and influence of
Title IV on the comptroller's establishment in the Department of Defense.
Generally, it is agreed that Title IV is more or less considered to be the
legislation which is the founding father of comptrollership in the military
establishment. However, it is believed significant to point out that the
comptroller, as such, was established in the Army on 2 January 1948. This
was approximately nineteen months prior to the passage of Public Law 216.
No reference to the fact that the Army had such an organization can be found
anywhere in the hearings. The position was placed in the Office of the Deputy
Chief of Staff (then the equivalent of the present Vice Chief of Staff). It
was agreed that the comptroller would be concurrently responsible to an
Assistant Secretary and it was also agreed that if the Comptroller was a
cooanissioned officer the Deputy Comptroller would be a civilian.
Of course, like the other military departments, the Arn^ had been
performing certain comptroller type functions long before the Comptroller was
established officially. Certain pertinent events should be enumerated to
pinpoint the major steps the Army had taken which lead to the establishment
of the comptroller. These events are summarized as follows:
A. During World War II the Ariny was presented management prob-
lems of unprecedented size and complexity. Shortages of men,
material and facilities made nmximum effective application
of results essential. Throughout the Army the need and de-
mand for a systematic flow of information concerning plans
and operations and the analysis and interpretation of re-

suits as aides to officials in administrating and controlling
their activities became of paramount importance. To that end,
many innovations were introduced that hsKl an effect on the
establishment later of the comptroller organization. Among
the more significant of these were the efforts of the Control
Division and the Office of the Fiscal Director of the Army
Service Forces. The Control Division devoted itself essen-
tially to the study and improvooent of organization and pro-
cedures to the design of control system and to the orderly
and economical collection, analyses, and the purchase of
data required in the management of Army Service Forces activi-
ties. The Fiscal Director concentrated on budgeting and fis-
cal accounting.^
B. In 1947 the Secretary of the Army, Kenneth Royall, engaged
as a Special Assistant, Secretary Edwin Pauley, for the pur-
pose of studying the problem of Army business operations and
recommending iiiQ)rovements. 1^. Pauley's findings, which he
reported in the Fall of 1947, pointed to the need of improved
accounting and financial reporting, and particularly cost
accounting. He reconanended that Army employ a high grade
civilian with the authority to install in^roved accounting
methods.
2
C. At about the same time another report was submitted to the
Chief of Staff by a board of officers convened to study
overall Army policy and organization. This report, known
as the Haislip Report, recoimnended a comprehensive study
of the organization of the Army. It also proposed a perm-
anent unit attached to the Deputy Chief of Staff to carry
on a continuing survey of organization and methods. This
latter proposal was the impetus for the establishment of
the management division, later incorporated into the comp-
troller's office.'^
It can be readily seen that the comptroller '^s office was initially
formed by merely grouping three existing organizations which were the Budget
department of the Army Pamphlet No. 35-10, the Comptroller's Guide,
July 1955, p. 68.
T*rederick C. Mosher, Program and Budgeting . Theory and Practice .
New York, N. Y.: (American Book - Stratford Press, 1954), p. 211.
^Ibid .. p. 211.
-13-
-^:i-
Division, the Statistics Division and the Management Division. It was later
that the Comptroller took over supervision of the finance department, the
auditing function and finally the review and analysis aspects of the pro-
graoning system. However, it is believed that the most significant decision
in the terms of functional relationships was to bring together under one
individual these general management activities along with the fiscal manage-
ment activities which had existed for a number of years in an uncoordinated
status.
Considerable discussion was held in an attempt to arrive at a decision
as to whether the comptroller of the Army should be a civilian or a career
military officer. At that time. Secretary Royall was of the opinion that a
civilian would be better suited for the position. Bowever, President
Eisenhower (then General Eisenhower and Chief of Staff) preferred a military
nan. He was afraid that if the comptroller were outside of the military
family there would be a stronger possibility of a dictatorial attitude and
approach. General Eisenhower was persuasive enough to influence Secretary
Boyall to appoint a career military officer as the Army Comptroller. Although
there are numerous opinions as to whether the comptroller of a military de-
partment should be civilian or military, as late as 1953, Secretary of the
Army, Stevens, stated before the Flander's Coimittee that he preferred a
military man as the Conqjtroller of the Army and his testimony is as follows:
Secretary Stevens: "In my personal experience up to now, I
prefer—and this will probably be contrary to some of the other
witnesses that may have appeared before or will— I prefer a
military comptroller.**




Secretary Stevens: "I prefer a man in uniform as Comptroller
of the Army to be concurrently responsible to the Chief of Staff
and to the Secretary of the Army**.*
The basic concept in terms of functions, status and role of the Comp-
troller has not undergone much change since 1948. From the Army point of
view, he is regarded as principally a staff arm of the Chief of Staff with
additional responsibility to the Secretary of the Army. The developments of
the first eight years have been in the direction of consolidating his position
and strengthening his status.
The functions of the Comptroller of the Army are described in Special
Regulation No. 10-5-1, dated 11 April 1950, as follows:
Comptroller of the Army. The Comptroller of the Army, under the
direction and supervision of the Secretary of the Army, integrates
the review and analysis of Army programs, and formulates, coordin-
ates, and supervises accounting, fiscal, audit, budgetary, statisti-
cal, and management engineering activities of the Army, including
the supervision of legislative policies and programs pertaining the
appropriation acts. The Comptroller is directly responsible to the
Assistant Secretary of the Army (General Management) by delegation
of the Secretary of the Army and concurrently responsible to the
Chief of Staff. Within his scope of responsibility, the Comp-
troller's relationship to the Chief of Staff and the Army Staff
corresponds to that of a Deputy Chief of Staff. The Chief of
Finance is under the direct supervision and control of the Comp-
troller of the Amy for all statutory functions of the Comptroller.
In order to carry out the functions described in the paragraph above,
the CoQ^troller of the Army has the following organization:
Hearings before the Preparedness Subconmittee No. 3 of the ConHnittee
on Armed Services, United States Senate, d3rd Congress, 1st Session, on the
Implementation of Title IV, National Security Act of 1947 as Amended (Flander^s
Report), Washington, 0. C: Government Printing Office, 1954, p. 64.
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Comptroller of the Arniy
Legal Advisor
Plans and Policy Office
Deputy Comptroller
Executive
Accounting and Financial Policy Division
Budget Division
Program Review and Analysis Division
Audit Division
Management Division
Although the Cwiptrollership organization in the Army is the oldest
in length of time of the three military departments, the Army has embraced
less of the function envisioned by Title IV than the other three military
departments. This is due to the fact that the Army had the most problems
organizationally and functionally when it became time to implement Title IV,
The major problems which the Army faced were as follows:
1. Establishment of a property accounting system which would
enable the Arn^ to determine the cost of materials used in
any fiscal period. Heretofore, the Aro^ had followed the
practice of "free issue** and items were not priced except
at time of procurement.
2. Establishing an accounting system which would enable the Army
to tell the cost of its capital equipment items
3. The establishment and operation of the Army stock fund.
-16-

The Array has estimated that the value of its consDon-use items will
total approximately 6 billion dollars after the items have been identified,
inventoried and priced. When this phase of the program is completed, accel-
erated progress should result in establishing an overall Am^ accounting
system.
The Army has made outstanding progress in the installation of the
Industrial fund operation at Army field activities. The Army has nineteen
of its activities converted to the industrial fund type operations as of
1 December 1955, and plans to place this type of fund operation into approx-
imately thirty additional field activities.
As far as a performance budget is concerned in connection with Title
IV, the Arn^ has made less progress than the Navy and the Air Force. The
Department of the Army admits that it does not have a performance budget.
This is borne out by the following quotation from an official Ar^y publication!
Does the Army have a performance budget? No.
The Army has a type of performance budget. It is an obligation-fund
type budget and not a cost-type budget as envisioned by Public Law 216. In
other words, today the Army presents its budget in terms of the funds needed
to finance the Army*^s programs. The cost of performance-type budget not only
will present the funds required, but also will relate and show the costs of
programs actually incurred or to be incurred during a given budget period.^
^Terms used to identify material which the Army will classify in
the Army Stock Fund.
2
0. S. Department of the Army, The Comptroller's Guide, Army pamphlet
No. 35-10, dated 11 July 1955, Washington, D. C, p. 28.
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In the final analysis, however, so much depends upon an effective
accounting system that it is impossible to state that the Army has embraced
the intent of Title IV as of the date of this paper. Excerpts are quoted
from the Interim Report of the Flander*s Coimittee as illustrations of
shortcomings in the overall Army accounting system:
Appropriation Accounting ; In the Ar^y, regulations have been
issued to establish an allotment accounting system, although
these regulations have not been fully implemented at the tech-
nical service level and basic weaknesses exist with respect to
accounting for and control over conaaitments and obligations.
It has been said that the system promulgated by the Department
of the A]^ is extremely complex and too detailed and cumbers(xne
to provide useful information for efficient management and admin-
istration.*
Transaction Accounting : The Army has developed, but not yet
fully installed, a system integrating disbursement accounts
with appropriation accounts at installation level and thus
has undertaken appropriate and cooamendable action towards
establishing the basic framework for building an integrated
system at the operating level.
^
Stock Fund Accounting : /Although broad reporting requirements
for higher levels have been established by the Department of
Defense, neither the Army or the Air Force have adopted re-
porting systems which are fully adequate or which conform with
recommended 0^ standards.
The Aimy accounting system, especially in the Clothing and
Equipage Division, is both inadequate and cumbersome. The
Army has inadequate central identification and reporting for
mobilization reserves and excess stock.
^
Report of the Preparedness Subcommittee No. 3 of the Committee
on Armed Services, U. S. Senate - Implementation of Title IV, National
Security Act of 1947 . As Amended . 83rd Congress, 1st Session, Washington,
D. C, U. S. Government Printing Office 1954, p. 14.
2
Ibid ., p. 15.
^Ibid .. p. 17.
-18-
I, M ,1 : , I I I ' i
Financial Accounting for Property other than Stock Fund Inventories ;
Neither the Army nor the Air Force hdve as yet installed financial
systems for the accounting of capital assets, although the Army has
made plans for installing such accounting for the inventories of
capital assets held in depots in the Zone of the Interior in the
near future.^ (Author's note - The Air Force installed its version
of accounting for capital assets 1 July 1954.)
The information quoted above described the deficiencies in the Army
accounting system in late 1953, but as of July 1955, considerable progress
was still required before the Arcrjr could say that it had an integrated ac-
counting system as well as Financial Property Accounting. This is eiiq[)ha-
sized in the Army publication (35-10)'^ wberein it was stated that the Army
has a number and variety of unrelated accounting systems operated by various
staff agencies. Since 1949 the Army has been developing a financial manage-
ment plan designed to overcome these deficiencies. When it is fully imple-
mented, the financial management plan should provide an io^roved and inte-
grated accounting system.
It is my contention that the functional role of the Comptroller in the
Army should be changed to that reccnm^nded by the Flander^s CocBnittee. The
Comptroller of the Army should be an Assistant Secretary reporting directly
to the Under-Secretary of the A,tmy and without reporting through the Chief of
Staff. This would give the Comptroller of the Army the same functional re-
sponsibility as the CoD^troller of the Navy. Of course, joint efforts with
the Chief of Staff will be mandatory if the organization is to function prop-
^Jbid., p. 17.
2








COHFTROLLER-^TS: DEPARTMEIfl OF AIR FORCE
The Comptroller of the Air Force was established 7 June 1946 by Army
Air Force Memorandum AAF, HOL 2015, This memorandum directed that the
functions of the Office of Program Monitoring be transferred to the new office
and further directed the budget and fiscal office to operate under the super-
vision of the Air C(»iptroller. Prior to this, there had existed in the Army
Air Force three separate offices which supported managen^nt functions. Each
of these reported directly to the Chief of Staff and these organizations were
as follows:
A. The Office of Program Monitoring, which was charged with main-
taining surveillance over their recommended appropriate action
concerning all Army Air Force programs.
B. The Office of Statistical Control, which was charged with the
responsibility of establishing, maintaining, monitoring, operat-
ing and tabulating a standardized reporting system of and for
agencies of the Army Air Force.
C. The Budget and Fiscal Office, which had technical supervision
and administration over all budget and fiscal functions of
the Array Air Force.
A cursory review of the functions listed in the above paragraph
indicate that each was a necessary arm for general overall effective manage-
ment, but in each case the heads of the respective organizations reported
-21-
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directly to the Chief of Staff. The prime advantage gained by the establish-
ment of the Comptroller of the Army Air Force at this time was to direct the
operations under a single responsible individual in an effort to get a more
coordinated and cohesive program.
It is interesting to note th<& fact that the Air Force had the first
Comptroller in the military even before it became an autonomous department,
as a result of the passage of the National Security Act on 26 July 1947.
With the unification of the armed services and the subsequent establishment
of the Headquarters, United States Air Force, the Comptroller was established
as an office on the same level with the three deputy chiefs of staff and re-
ported directly to the Vice Chief of Staf|. This is similar to the manner
in which the Comptroller of the Army reports to hhe Chief of Staff and, of
course, unlike the Navy wherein the C(Mnptroller reports to an Assistant
Secretary for financial management directly under the Under-Secretary.
A second ccMnparison between the Comptroller's organizations in the
Army and Air Force is that in each instance the Comptroller has always been
a military career officer. The Honorable H. Lee White, Assistant Secretary
of the Air Force, reiterated the position of Army Secretary Stevens when he
appeared before the Flander's Conanittee in 1953, and reccHmnended that the
Air Force Comptroller should continue to be a military officer. In his
testimony, Mr. White made the following points:
A. He was of the opinion that the ability of military personnel
was equal to or greater than any civilian who might be hired
at the salary scale established for civilians as comptrollers.
-22-
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B. He stressed the statement that most people, since World War II,
had forgotten how capable our military officers really are.
C. He was of the opinion that those who favored civilians in order
that continuity would be preserved did not take into account the
fact that it would be extremely difficult to attract and hold the
type of individual required for the Air Force Comptroller at a
salary of $15,000 per year.
D. He did not agree with those who expressed the opinion that a
civilian comptroller reporting directly to the Secretary would
have greater independence in the review function of his office
than a military man.
E. He also believed that an Air Force officer would be in a better
position to command a huge shore establishment in a much more
business-like and economical manner if he had been fortunate
enough to garner the experience which would enhance his career
as a result of performing duties as a Comptroller.
Mr. White agreed with Secretary of the Army Stevens in that having
concurrent responsibility to the respective Chiefs of Staff did not interfere
with the perforn^nce of duty of the Comptroller.
Shortly after the Comptroller's office was organized, the increased
importance of the need for management control through cost control was
recognized and, as a result, the functions and personnel of the cost account-
ing branch, budget and fiscal division, were transferred to the United States
Air Force cost control project, which was established as an integral part of
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the immediate office of the Air Comptroller. This was just after the passage
of the Unification Act of 1947, which also made it necessary for the Air
Force to assume its own financial function responsibilities. On 1 March 1948,
the Finance Division DCS-Materiel, was transferred to the Comptroller and
established as the Director of Finance. Lastly, it was necessary to transfer
the Auditing functions of the Air Force because prior to this time all Air
Force auditing had been performed by the ArQiy Auditing Agency under the Arn^
Chief of Staff. Accordingly, on 1 July 1948, the Office of the Auditor
General was established as a component of the Comptroller and in that office
was vested responsibility for technical, administrative and operational per-
formance of all auditing functions within the Department of the Air Force,
except those pertaining to non-appropriated funds.
The speed with which Comptroller's organizations were established in
the Air Force is evidenced by the following quotation:
The effectiveness of the CcNoiptroUer function became increasingly
evident in the USAF organization. On October 7, 1948, AFB 20-34
was promulgated, requiring the establishment of a major staff sec-
tion in all of the major air cooanands and the numbered air forces
throughout the world to be designated as the Comptroller. Follow-
ing this, on July 12, 1949, AFK 170-10 prescribed the establish-
ment of a Comptroller staff section in all Air Force wings or
their equivalents on a world-wide basis. These two directives
demonstrated the belief of the Air Staff in the value of the
Cosqptrollership function as a major staff activity for all esche-
lons of command in the USAF.
On September 6, 1949, by General Order No, 66, the Comptroller
was redesignated as the Deputy Chief of Staff, Comptroller, USAF.
This firmed up the position and function in Headquarters, USAF
organization by placing this staff activity officially in the
chain of command on the Chief of Staff level.
^
^Deputy Chief of Staff, Comptroller, U. S. Air Force Handbook,




The official statement of the Comptroller objectives of the United
States Air Force are set forth in AFL 170~5 dated 20 July 1954, and are as
follows:
It is the duty of the DCS/Comptroller to assemble and evaluate
elements of information necessary for efficient management of
the Air Force; to publish planning factors and standards; to
develop improved proyraimning techniques; to advise and assist
the Chief of Staff and the Air Staff in the attainment of inte-
grated programs for the accomplishment of the Air Force missions;
to translate these programs into budgetary requirements and sup-
port the Air Force budget; to administer funds; including the
disbursement, collection, and accounting therefor; to prescribe
regulations governing the Air Force audit systems and the fix-
ing of responsibility therefor; to plan and establish the overall
accounting policies, principles, procedures and systems for the
Air Force; to take final action for Secretary on statuatory func-
tions in connection with the administration of funds as might be
delegated from time to time; to provide for the measurement of
progress toward program objectives; to evaluate results in re-
lation to costs and recommend action to the end that the Chief
of Staff may efficiently and economically manage the resources
available to him. The DCS/Comptroller provides complete statis-
tical and reporting services on all subjects for the Air Staff
and higher authority and exercises technical supervision over
the Comptroller System.^














The biggest problem facing the Air Force in its first years after
becoming a separate department was the growing pains realized by any new
organization. It was necessary to orient and educate its officers, enlisted
military personnel and civilians in a new concept of operations.
Although this must be recognized as a major obstacle, in some cases
it could also be considered an advantage because it meant that existing
instructions and methods did not need to be changed, nor did people have to
be convinced of the advantages of a new system. Methods of doing business
because they had been performed that way for half a century were not en-
countered.
Because a large part of the Comptroller's functions for the Air Force
had been performed by the Army, it was mandatory that the Air Force build a
con^lete new comptroller organization. This, of course, was a momentous
undertaking and required considerable time. As a matter of fact, the Air
Force is still vainly seeking qualified commercial accountants for a number
of top accounting Jobs in its field activities as well as at its head-
quarters in Washington. It must be remembered when the Comptroller was
established in the Air Force, it did not have its own accounting system,
its own stock fund, nor did it have any industrial or management type fund
operations. It was the consensus of those concerned with the successful
prosecution of the Comptroller concept in the Air Force that the success
of their program would hinge on an efficient, sound accounting system. Un-
like the other two military departments, the Air Force decided to establish
an accrual commercial type accounting system in all its activities. The




The accounting system is to be a single, integrated, accrual system
encompassing all assets, liabilities, income and expense and pro-
vides a vehicle for control of the appropriation. It will supplant
all existing financial reporting systems.
The system will utilize modern accounting techniques and will in-
clude appropriate internal controls. It will produce management
control reports for all echelons which contain the kind of inform-
ation used by management in private industry in controlling their
operations. These reports will furnish prompt information on costs
of performance to date, in comparison with budgeted costs. The re-
ports dealing with inventories are designed to fit the operation of
the logistic system and are in format to mesh with the inventory
accounting now being installed throughout the depot system in the
United States.^
Although this appears to be a radical change from the accounting sys-
tem employed by the Army and the Navy, it is the well recognized system of
accounting utilized by private industry. As a matter of fact, the first
Hoover Coosiission reconmended an accrual type of accounting system for the
Federal Government. More recently, the Cooper Committee^ also proposed an
accrual type accounting system for the military departments of the Department
of Defense. Lastly, the second Hoover Commission in its report on budgeting
and accounting, dated June 1955, s&ated in Recommendation 14,
that Government accounts be kept on the accrual basis to show
currently, completely and clearly all resources and liabilities
and costs of operations. Furthermore, agency budgeting and
financial reporting should be developed from such accrual
accounting.^
^^ Financial Plan for the D. S . Air Force . U. S. Air Force,
Washington, D. C, 7 November 1953, p. 7.
2
Advisory Coomittee on Fiscal Organization and Procedures estab-
lished by Secretary of Defense Wilson, 6 August 1953.
3
Commission on the Reorganization of the Executive Branch of the
Government, a Report to Congress entitled **Budgeting and Accounting**,
Government Printing Office, Washington, D. C, dated June 1955.
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The reason that I have digressed to mention the conanents of the
various commissions and committees relative to the importance of an accrual
accounting system for the Department of the Air Force is because this is by
far the most important step which the Air Force has taken to implement
Title IV of the National Security Act of 1947.
Mr. White, in his testimony before the Flander*s Committee, reiterated
time and time again that it would be necessary for the Air Force to have its
accounting system effectively and efficiently operating before substantial
progress could be made in the other areas of comptrollership as envisioned
by Title IV. The Air Force has made little use of the industrial fund, the
stock fund, or the management fund. Industrial fund type operations are in
existence in Air Force operated laundries and dry cleaning establishments,
while the printing plants of the Air Force are financed by the management
fund. Although the Air Force does not embrace the stock fund type of opera-
tion for its spare parts and other common use type of material, it is be-
lieved that this concept will soon be required by the Secretary of Defense.
In this connection, a general supply stock fund division was established
1 July 1955. In fairness to the Air Force, it must be pointed out that if
its concept of accrual accounting proves satisfactory, rapid progress will
be promptly initiated in other areas to bring its financial operation on a
par with the other two departments.
On 21 October 1955, Secretary of Defense Wilson, in his reply to the
Director of the Bureau of the Budget (the Honorable Roland R. Hughes), stated
that he concurred in principle with the second Itoover Commission report
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concerning Government accounting being maintained on an accrual basis, but
made the following reservations as far as the Department of Defense was
concerned:
A. The accrued expenditure basis should be understood to include
charges for progress payments to long term contracts, as well
as charges for the cost of goods and services received during
the budget year under other contracts and employment arrange-
ments.
B. The application of the accrual basis of accounting should be
modified in the Federal Government to exclude depreciation
on capital property except for industrial and conanercial
type activities.
C. It should be important in financial control to budget and
account for the cost of acquisition of all property (including
both capital property and consumption type material or inven-
tories, the cost of which is chargeable to operations when
consumed.)
The operation of the Air Force accrual accounting ^stem is being
watched very closely by representatives in the Comptroller's Office, De-
partment of Defense, because if it does meet the requirements of the Air
Force, it may be adaptable to the other services. This accrual accounting
system appears to have two serious drawbacks, however, which may cause it
to be modified considerably before the Comptroller, Department of Defense,
is willing to accept it as the /'permanent** accounting system of the Air Force.
-29-
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The problem areas are (1) cost of personnel performing accounting services
in the field and in the headquarters is much higher than funds may be allowed
to permit. In other words, such a system may be a luxury. X2) Appropriation
and obligation accounting - required by Congress - necessitates a **dual**
accounting system.
In addition, the Comptroller, Secretary of Defense, is requiring the
Air Force to install the industrial fund operation in the Military Air
Transport Service (MATS) not later than 1 July 1956. The Air Force is also
being encouraged to be more open minded in its attitude toward using the
industrial fund at other Air Force activities where such an operation would
be beneficial.
The same recommendation offered in the previous chapter relative to
the organizational structure of the Comptroller of the Army is also submitted
as a recomrnendation for the Air Force and need not be repeated here.
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CHAPTEa V
C0iiPTR0L[£R-~4)EPARTMENT OF THE NAVY
Although the Navy is generally conceded to have encompassed more of
the provisions of Title IV in its Comptroller organization than the other
two military departments, it was the last to officially adopt a comptroller
type organization as such. The Comptroller of the Navy was established by the
Secretary of the Navy by charter on 1 June 1950«and was charged with the
responsibility for all budgeting, accounting, progress and statistical re-
porting, providing financial assistance to defense contractors, internal
auditing, and for the administrative organizational structure and managerial
procedures relating thereto. Probably, the reason that the Navy was the last
department to adopt a comptroller type organization can be attributed to the
fact that most of the functions required by Title IV were being performed
within the Naval establishment. For example, the Navy attempted to Justify
its budget to Congress on a performance basis prior to 1949, and was the
first military departn«nt to have a Stock Fund by approximately fifty years.
Also, the Navy had a revised cost accounting system after World War II which
appeared to be satisfactory for needs of Navy management.
There has been little change in the organization of the Navy Comp-
troller's Office since its initial date of establishment. The major changes
that have occurred are as follows:
(1) A full time Comptroller has been appointed from civilian life
who also has a dual responsibility as Assistant Secretary for
aiqiwr'
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Financial Management.
(2) The Comptroller's organization has assumed all internal auditing
functions. Just recently the cost-inspection auditing responsi-
bility was transferred to the Comptroller's Office from the
Bureau of Supplies and Accounts.
(3) The Comptroller has assumed responsibility for determining policy,
issuing instructions and procedures relative to the submission
of stores returns ashore (NSA and APA) heretofore performed by
the Bureau of Supplies and Accounts.
(4) The Comptroller, on 1 July 1955, has also assumed responsibility
for issuing instructions and procedures relative to the Navy
Pay System previously performed by the Bureau of Supplies and
Accounts.
The official Navy attitude toward the type of individual favored by
the Navy for the Comptroller's position can be understood from the summary
of testimony by Secretary of the Navy Anderson before the Flander's Conrniittee;
Senator Flanders : Now Mr. Secretary, I want to ask you some questions
brought up by some testimony that we had yesterday. In your judgment,
can the Comptroller function be separated from the more general prob-
lem of military management?
Secretary Anderson ; May I reply by saying that I think the ultimate
responsibility for the comptrollership operation within the Navy ought
to be in civilian hands. I would say further that I think it ought to
be closely coordinated by the utilization of the knowledge of military
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staff officers who are familiar with all the operations and problems
of the Navy.
Senator Flanders ; How would you attach the military staff member to
the Comptroller organization?
Secretary Anderson ; Currently we are doing it by having a civilian
comptroller and a deputy military comptroller, I think the plan which
we are operating under is proving satisfactory.
The Navy has installed its industrial fund operations in eleven ship-
yards, twenty-five Navy Printing Services, six Ordnance activities, one Re-
search Lab, and the Military Sea Transportation Service (MSTS). It is re-
viewing other types of activities to ascertain whether the industrial fund
operation is feasible, and it is my understanding that the Naval Air Station,
Quonset Point, Rhode Island, has been selected by the Bureau of Aeronautics
to be its "pilot" installation for this type of operation. If the industrial
fund operation proves feasible at major air stations, there are an additional
six air stations where the operation could also be installed.
The Navy is also contemplating placing more items of common usage
under the Naval Stock Fund as it simplifies the budgeting and accounting for
such material. In addition to this, the Navy Management Fund is expected to
be utilized more profitably in the next few years.
Present Functions ; The present functions of the Comptroller of the
Hearings before the Preparedness Subcommittee No. 3, of the Committee
on Armed Services, U. S. Senate, 83rd Congress, First Session, U. S. Government
Printing Office, Washington, ^. C, 1954, p. 79.
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Navy as described in the Crganizational Manual of the Navy dated 1 April 1951
are as follows:
Subject to the authority of the Secretaryt the Comptroller is
directly responsible for budgetiny, accounting, progress and
statistical reporting, internal audit, and for administrative
organization structure and managerial procedures relating to
such responsibilities within the Department of the Navy, and
for coordination and correlation of matters under his cogni-
zance with the Comptrollers of the Department of Defense,
Army and Air Force, and other departments and agencies of the
Government
.






Assistant Comptroller, Director of Budgets and Reports
Assistant Comptroller, Accounting, Audit and Finance
Although the Navy was the first military department to have a Perform-
ance Budget, at the present time it has less of a Performance Budget than
the Air Force.
Ever since its founding, the Navy has believed in a bilineal organi-
zation structure which permits decentralized delegation of authority and
responsibility. With such an organization in existence and apparently there
is no contemplation of a change, it is doubted that the Navy can ever adopt
the kind of performance budget envisioned by Title IV. Commendable progress
has been made in the last several years in bringing together the plans and
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programs of the military planning group of the Staff of the Chief of Naval
Operations with the Budget programs of the various bureaus. It is my opinion
that the organization of the Navy lends itself to the use of the Industrial
fund, stocV fund and the management fund. This is undoubtedly the main
reason that the Comptroller of the Navy Department has pursued these opera-
tions so diligently because it represents the solution to the Navy's problem
of complying with the intent of Title IV of Public Law 216.
Although the Navy's position, in regard to those provisions of Title
IV which it has adopted, is better than the other military departments be-
cause of its fund operations and its accounting system, it seems appropriate
for the Navy to take a serious look at some of its shortcomings.
Each of the bureaus in the Navy Department has its own interpretation
of the laws and regulations to which it is expected to adhere in carrying out
its financial management responsibilities. As a result, we have dissimilar
operations in cost accounting and obligation accounting among numerous activi-
ties. The reconciliation procedure in connection with accounting for Naval
Stock Account Material and Appropriations Account Material is unwieldly and
expensive. Little effort has been expended by the Navy to investigate the
possibilities of the accrual accounting system. This last mentioned item
cannot be considered a "shortcoming" in the strict sense of the word, but
Indicates a self-satisfied outlook toward an accounting system in which its
expenditure account classifications has not been fully integrated with the
budget structure.
Even though the Marine Corps does not have a comptroller as such, it
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does have a Fiscal Director who performs the ccnaptroller's functions. The
Marine Corps was the last member of the Navy family to get on the comptroller
"bandwagon", but in fairness to the Marine Corps, the progress it has accomp-
lished in the last few years has been outstanding. General Shoup (Marine
Corps Fiscal Director), in his appearance before the Navy Comptroller Graduate
Class, expressed the official Marine Corps position when he stated that the
Marine Corps had not adopted some of the titles suggested by Title IV, but
had been performing most of the functions for a good number of years.
By the adoption of the use of the Marine Corps Stock Fund, several
Billion dollars have already been saved, and as a result. Congress has
applauded the Marine Corps for adopting the stock fund system. One of the
stock fund's most serious opponents has now become one of its most ardent
supporters. As a matter of fact. Secretary of the Navy Thomas stated that
he considered one of the significant accomplishments under the Comptroller
operations occurred on 1 July 1953, when the Marine Corps commenced operations
under a revolving stock fund whereby common use items were financed on the
basis of issue rather than initial procurement.
It appears to be a trait of human nature to criticize rather than to
commend, and although I am a strong adherent of the Navy's overall approach
to the impleroentation of Title IV, not everyone who has studied its operation
is as enthusiastic as I in supporting it. One of the most critical consnents
made by outside experts reviewing the Navy's accounting operation had this to
say in the report to Secretary Wilson:
Although some progress has been accomplished through the use of
working capital funds in specialized areas, the primary considera-
fIC
tion should be improved financial management and the recog-
nition of the need for adequate financial-inventory account-
ing and industrial or commercial-type accounting, where ap-
propriate. Similarly, management funds should be utilized
where that device will result in better accounting and
management for joint efforts. Iih)wever, the use of a revolv-
ing fund as a device in lieu of an integrated accounting
system, or to overcome organizational complexities or be-
cause of the umvillingness otherwise to delegate authority
conmensurate with assignments of responsibility is highly
questionable and under these circumstances the situation
can best be remedied by attacking the basic problems in-
volved.
Advisory CoMiittee on Fiscal Organization and Management, Report





Before an evaluation of the accomplishments of the Defense Department
and the three military establishments can be made regarding the progress of
implementing Title IV, one must have an understanding of the sise and magni-
tude of its operations. This can best be done by comparing the military
establishment to our largest industrial concern in the United States today.
The income of General Motors for the calendar year 1935, amounted to approxi-
mately thirteen billion dollars, whereas the military departments will spend
three times this amount during a comparable period. Such a giant as General
Motors is made to look small when placed alongside the size of the military
establishment.
Significant accomplishments by all departments have been made in
performance budgeting, property accounting, obligation and appropriation
accounting and industrial fund operations. The Am^ should be congratulated
on the progress it has made in centralizing the Comptroller's responsibilities
in its field activities and at headquarters, along with its progress in
establishing consumable property and capital property accounting. The Air
Force's most significant achievements are the establishment of its accrual
accounting system and its eagerness to encompass its operations under a
performance or consumer type budget. The Navy has made considerable progress
in streamlining its stock fund operations and its obligation and fiscal
accounting procedures. All of the departownts have succeeded in establishing
comptrollers in their field organizations at the levels desired by them. By

now the field coraoands have been pretty well oriented into the Comptroller
philosophy of providing a financial expert on the staff of the field com-
manders who can rec(»mnend sound financial advice regarding station operations,
budgeting and accounting.
Despite the fact that considerable progress has been made, great strides
will be required in the next few years and the entire program of comptroller-
ship will have to be expedited if the Congress of the United States is to be
satisfied.
In the preceding chapters, reference has been made to the Hoover
Commission reports, the Cooper Committee reports, the Flander*^s Committee
reports, as well as various publications issued by all three of ithe military
departments. There are certain recommendations that were almost unanimously
recommended by outside agencies which have made surveys and studies of the
comptrollership functions of the military departments, in order to assist the
Congress and the Secretary of Defense in evaluating the role of the Comptroller
in the Department of Defense. The more important of these rec(Hnmendations
are enumerated below for your consideration:
Becommendation (1 ); The Comptroller of each military department
should be a civilian with the proper technical background, with
broad financial e}q>erience who should report directly to the Secre-
tary of the Army, Navy or Air Force, whichever the case may be. The
Deputy Comptroller can be either a civilian or military depending on
the desires of the particular service in question. However, if a
military career officer is chosen as a Deputy Comptroller, he should
be selected on the basis of his background and experience rather than
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on the basis of his rank.
Becommendation (2): Continued efforts to strengthen the performance
budget should be vigorously applied by the three services. In this
connection it is believed that the appropriations structure of the
military departments should be realigned so that appropriations can
fit into five significant categories.
These five broad categories are as follows:
1. Military personnel (pay and allowance)
2. Maintenance and (^rations
3. Procurement and Production
4. Research and Developments
5. Construction
Each appropriation should then fall entirely within one of these
five categories and this would lend more strength lu i,he performance budget.
This means that the Navy would require a greater nuod)er of changes than the
other departments.
Becommendation (3 ); Strong efforts should be undertaken by all the
military departments to re-evaluate its civilian and military per-
sonnel in order to locate and assign persons with the proper tech-
nical background and experience to comptroller type operations. This
applies to the field as well as headquvrters.
Report of Advisory Committee on Fiscal Organization and Procedures





RecoBgnendation (4 ); The ArETjr and the Navy should make a comprehensive
study of the Air Force accrual accounting system and consider its
adaptability to their respective operations.
Beconaaendation (5) ; The Air Force should consider installing the
industrial fund operations in those activities at which this kind
of operation would be beneficial and economical.
Recomraendation (6 ); The Army should continue its program of inventory-
ing, identifying and pricing all common use stocks and placing them
in the Army stock fund in a manner similar to that of the Navy stock
fund.
Host of the material read and studied prior to the preparation of
this term paper has been official publications of the military departments
as well as congressional hearings and reports rendered by civilian experts
assigned to make particular studies within the Defense Department. In
addition, I have visited with a niinber of persons within the military depart-
ments and, as a result, have secured their opinions and thoughts but have
expressed these ideas in my own words, and they are not to be construed as
the "official'* position of any service.
I am extremely grateful to those personnel of the Comptroller's offices
Secretary of Defense, Navy, Air Force and Army, who have been so generous
and patient in their dealings with me. Without their help, this paper could
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